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TAGS: EFIN 

SUB J : HONG KONG UK TALKS ON STERLING GUARANTEES 

1. GOVERNMENT ANNOUNCED THAT AS RESULT HONG KONG INITIATIVE 
FINANCIAL SECRETARY (HADDON-CAVE) AND GOVERNOR WILL CONFER WITH 
UK TREASURY FOR THREE DAYS BEGINNING AUG 8 ON "FUTURE SECURITY 
OF HONG KONG’S STERLING BALANCES." 

2. HKG, WHICH IT IS BELIEVED HOLDS 89 PERCENT OF ITS RESERVES IN 
STERLING. HAS BEEN ANXIOUS DISCUSS WITH UK FOLLOW-ON ARRANGEMENT 
WHICH WOULD GIVE IT MORE FLEXIBILITY IN MANAGING ITS RESERVES 
WHILE MAINTAINING GUARANTEE OVER STERLING PORTION. ACCORDING TO 
HKG SOURCES, UK HAS BEEN VERY RELUCTANT TO TALK AND HAS APPARENTLY 
ONLY AGREED AT LAST POSSIBLE MOMENT (AGREEMENT EXPIRES SEPT 24). 

3. HADDON-CAVE DUE BACK THIS WEEKEND. 

OSBORN 
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